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USA VIDEO INTERACTIVE CORP. AND SUBSIDJIARIES.
CONSOLIDATED BALANCE SHEETS -

(Stated in US Dollars) B
“‘March 31,  December 31,
2008 2004
(Unaudited) o

ASSETS
Current Assets:

Cash and cash equivalents $ 3,543 $ 9,341

Prepaid expenses and other current assets 11,820 18,536

Total current assets 15,363 27,877,

Property and Equipment - at cost, net of accumulated C

depreciation of $16,06% T .

Other Assets, net of accumutated amortization of $18,815

and $17,984, respectively N 37,673 38,504
Prepaid rent L . . 22274 iz '
Deferred Tax Assets, net of valuation allowance .

of $8,660,000 and-$8,517,000, respectively - -

Total Assets 3 75,310 $ 89,501
LIABILITIES AND STOCKHOLDERS' DEFICJ_ENC\{
Current Liabilities: }
Accounts payable and accrued expenses. © | h $ 556,332 $ 556,714
Due to related parties 160 160
Total current liabilities R 556,492 556,874
Commitments and Contingencies
Stockholders' Deficiency: . .
Preferred stock - no par value; authorized 250,000,000 shares,
none issued
Common stock and additional paid-in capital —
no par value; authorized 250,000,000 shares,
issued and outstanding 132,851,422 and
130,435,088, respectively 33,058,216 32,810,318
Accumulated deficit ©(33,539,398) (33,277,6%1)
Stockholders' deficiency (481,182) (467,373)
Total Liabilities and Stockholders' Deficiency $ 75,310 3 89,501

See accompanying notes




BETAELE M
USA VIDEO ]NTERACTIYE CORP.' AND SUBSIDIARIES
CQNSOLIDATED STATEMENTS OF OPERATIONS

{Stated in US Dollars)
Three months ended March 31 2008 2004
(Unaudited)
Revenue $ 18,300 s 4,700
Expenses: i
Cost of sales : 5,000 3,319
Research and development 52,000 61,202
Selling, general and administrative 223,239 203,110
Depreciation and amortization 831 831
Total expenses 281,070 “" 268,522
Loss from operations . (262,270) (263,822)
Other income (expense) ' o
Interest (expense) [§45] CO{LI81)
Other 574 292
, 563 {389)
Net loss $ (261,707 $ (264711
Net loss per share - basic and diluted $ (.00) S . (oD
Weighted-average number of common
shares outstanding - basic and diluted 131,549,230 116,835,007

" See accompanying notes




USA VIDEO INTERACTIVE CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEF]ClENCY
{Stated in US Dollars) |

(Unaudned)

Common Stock

Accumujated. . Stockholders'

Shares Amount Deﬁcu Deficiency

Balance at December 31, 2004 130,435,088 $32,810318  § (33 277 69!) S (467,373)
Issuance of common stock and corimon S . - ‘

stock warrants for cash 1,500,000 150,000 -~ ' :, - 150,000
Issuance of common stack upan ¢ [ L [

exercise of warrants [T 766,334 S1,398  iiieeecni oo 2o 37,398
Issuance of common stock upon [RIETE BV ERTE

exercise of stock options . 150,000 37,500 - 37,500
Noncash compensation charges = ° s o300 - 3,000
Net loss - - (261,707) (261,707)
Balance at March 31, 2005 132,851,422 $33,058,216  § (33,539,398) % (48L,182) .

See accompanying notes




USA VIDEO INTERACTIVE CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Stated in US Dollars)

Three months ended March 3 2005 2004
- _(Unaudited)

Cash flows from operating activities:
Net loss B
Adjustments 1o reconcile net 1oss 10 net cash
used in operating activities: | ..

B $ (261,707) S (264,711)

Depreciation and amortization 831 831
Noncash compensation charge ..3,000 - 46,500
Changes in operating assets and liabilities:
Decrease in prepaid expenses and other current assets 7,562 70
(Decrease) in accounts payable and accrued expenses (3823 {20,888)
* 7 Net cash used in operating activities (250,696) (238,198)

Cash flows from financing activities:

Proceeds from the issuance of common stock and warrants 244,898 198,133
Net cash provided by financing activities 244,898 198,133

Net (decrease) in cash and cash equivalents R . (5,798) {40,065)
Cash and cash equivalents at beginning of period * s 9,341 52,566
Cash and cash equivalents af end of period ' $ 3,543 $ 12,501

See accampanying notes




USA VIDFO INTERACTIVE CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2005
(Unaudited).
(Stated iu US Dollars)

NOTE A ~ BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements.have. been. prepared. in.
accordance with generally accgpted accounting principles for. interim financial.information and
with the instructions to Form.10-Q and Rule 10-01(a)(5) of Regulation,S-X. Accordingly, they .
do not include ali of the information and footnotes required by generally ‘accepted accounting:
principles for complete financial statements. In the opinion of the management, ali adjustments
{consisting of normal recurring accruals) considered necessary for fair presentauon have been
included. The results for the interim periods are not necessarily indigative. of the resuits that may
be attained for an entire year or any future periods. For further information, refer to the
Financial Statements and footnotes thereto in the Company s annual report onFerm 10-X for the -
fiscal year ended December 31, 2004 o .

NOTE B ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accompanying consolidated financial statements have been prepared assuming the Company
will continue as a going concem. As shown in the financial statements, the Company has
incurred losses of $261,707 for the three month period ended March 31, 2005 and, in addition
the Company incurred losses of $1,403,838 and $697,412 for the years ended December 31,
2004 and 2003, respectively. These conditions raise doubt aboui the Companys ability to
continue as a going concern. The Company’s ability to continue as a going concern is dependent
upon its ability to generate sufficient cash flow to meet its obligaticns as they come due which .
management believes it will be able to do. To date, the Company hes funded operations
primarily through the issuance of common stock and warrants to outside investors and the
Company's management. The Company believes that its operations will generate additional
funds and that additional funding from outside investors and the Company's management will
continue to be available to the Company when needed. The Cempany also has.certain lawsuits:
pending which could result in additional liabilities. The financial statements do not include any
adjustments relating to the recoverability and classification of recorded assets, or the amounts
and classifications of liabilities that might be neces sary in the event the Company cannot .
continue as a going concern. : .

Basic loss per common share (“EPS”) is computed as net loss divided by the weighted-average:
number of common shares outstanding during the period. Diduted EPS includes the impact of
common stock potentially issuable upon the exercise of options and warrants, Potential common
stock has been excluded from the computation of diluted net loss per share as their inclusion
would be antidilutive. : o .




USA VIDEQ INTERACTIVE CORP.
NOTES TO CONSOLIGATED FINANCIAL STATEMENTS
March 31, 2605
(Unaudited)
(Sisted ix US Dollars).

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

The assets-and liabilities of the’ Company’s foreign subsidiaries are translated into U.S. dollars at
current exchange rates, and revente and ‘expenses- are transtated at average rates of exchange
prevailing duringthe- perlod ﬂe aggregale effect of translauon ad]ustments is immaterial at
March 3] 2005 and 2004 :

NOTE: C COMMON STOCK ,

OnF ebruary 25, 2005, the Company 1ssued 1 350,000 units to investors at $ 100 per unit. Each
unit consisted of onte share of commion stock and one warrant to purchase an additional share of
common stock at $.13 per share.

On February 25, 2005, the Company issued 150,000 umts to employees at $.100 per unit. Each
unit consisted of one share of common stock and one warrant 1o purchase an additional share of
common stock at $.13 per share. The company charged operations for approximately $3,000
representing the differeritidl between the Tair value and the purchase price of the common stock
and for approximately $-0- representng the dlf’eremlal betweeu the fair value of the underlying
common stock and lhe exercnse price of the wairants,

From Jznuary 1, 2005 to Marcn 31, 2005, the Company issued 766,333 shares of common stock
upon'the exercising of warrants with exercise prices ranging from $.0657 to $.1175 per common
share and Zssued ‘150,000 shares of commion stock upon the excrcising of stock ‘options with
exercise price of S 25.

NOTE- D CONTINGENT LIABILITY

The Company is'party to 4 defaul; Judgemcm entered against one of the Company’s subsidiaries.
During the year ended December 31, 1995, a claiin was made to the Company for the total
amount payable under the terms of the lease with the Company’s subsidiaries for office space in
Dallas, Texas through 2002. The Company’s management is of the opinion that the amount
payable under the terms of this judgeinent is rot estimable or determinable at this time and may
be substantially mitigated by the landlord renting the property to another party. The range of
possible loss is. from $-0- to approximately $500. 200. Any setlement resulting from the
resolution of this contingency will be:accounted for in the period of settlement when such
amaounts are estimable or determinable.




USA VIDEO INTERACTIVE CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31,2005
{Unaudited)

(Stated in US Dollars)

NOTE D - CONTINGENT LIABILITY (continued)

On April 10, 2003, the Company announced that a subsxdxary bad filed a lawsuit in U.S. District
Court for the District of Delaware against Movielink, LLC. The Company alleges that
Movielink, a Delaware company, has infringed and commues to infringe on the Company s
patented online movie delivery System. }

On January 28, 2005, the Court issued an opinion and order granting summary Judgmem in favor
of Movielink, based on the Court’s conclusion thal the record contained insufficient evidence
that the Movielink system “‘initiates connections™ (a requirement for infringement of the
Company’s patent) in light of the Court’s construction of the term “initiates.” ~The Company
filed a motion for reconsideration on February 11, 2005, asking the Court to reconsider its ruling
on that point, to decide the remaining aspects of the claim construction and the other pending
motions, and to permit the Company’s case to proceed to trial. Movielink filed its opposition to
the Company s motion for the reconsideration on February 28, 2005. The parties are presently
awaiting the Court’s decision.

At this time, Company Counsel is not able to conclude that it is either “probable” or “remote”
(as those terms are defined. in the Statement of Policy) thét the Court will reconsider its January
28, 2005 summary judgment decision in favor of Movielink, and, accordmgly expresses no
opinion as to the outcome of this matter.

If the Company were to lose its motion for. the rcconsnderano'l the nganor would be
concluded in the District Court. .Ia that .event, and unless the decision were. appealed
successfully by the Company, the Company would be liable: for Movielink’s “costs” under the
Federal Rules of Evidence (including -such items as’ deposition transcription costs, but not
attorneys’ fees), which could involve a loss in excess of $5,000. Additiorally, Movielink has
signaled its intention to argue that the Compa.ny initiated and has maintained the Litigation in
bad faith. In the event that Movielink were to prevaﬂ on such an argument, the Company could
be exposed 10 a judgment for Movielink’s attorney's fees — an amount-vhich the:Company’s
Counsel is not in a position to estimate but which certainly would exceed $5,000.

NOTE E - STOCK BASED COMPENSATION N

The Company has elected to apply APB Opinion No. 25, Accounting for Stock Issued to
Employees, and related interpretations in’ accounting for its stock options. and has adopted the
disclosure-only provisions of Statement of Financial ‘Accounting Standards (“SFAS”) No. 123,
Accounting for Stock-Based Compensation. If the Company had elected to recognize
compensation cost based on the fair value of the options granted at the grant date as prescribed
by SFAS No. 123, the Company’s net loss and net loss per common share for the three month
periods ended March 31, 2005 and 2004 would have been as follows:




NOTE E - STOCK BASED COMPENSATION (continued)

Three months ended March 31 o " 2008 2004
Net loss:
As reported $ (261,707) S (264,711)

o Add: Stqck~based compensation expense
A Vinéluded in repdited netdoss T 3,000 46,500

“t' Deduct: Total stock-based compensation
expense determined under fair vatue

. based method for all awards | . (3,000 (72,000)
" Broforma . o TTs ety s @sean)
[ TR T PR SRR . 0 .
0" Loss per comman share-basic and dituted: - s .
i As reported : o $ @©00): " 8 0.01)
" Pro forma s . o0 $ o)

In December 2004, the Financial Accounting Standards Board (“FASB") issued Statement of
Financial Accounting Standards Nao. (23 (revised 2004), “Share-Based Payment” which revised
Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based
Compensation”. This'statement supercedes APB Opinion No. 25, “Accounting for Stock Issued
to Employees.” The revised statement addresses the accounting for share-based payment
transactions with employees and other third parties, eliminates the ability to account for share-
based compensation transactions using APB 25 and requires that the compensation costs relating
to such transactions. be recognized in the consolidated statement of operations. The revised
statement-is effective for the Company beginning January 1, 2006. It is expected to have an
impact on the Company’s consolidated financial statements similar to the pro forma disclosure
under Statement’ of -Financia! Accounting Standards- No. 123" “Accounting for Stock-Based
Compensation”(“SFAS 123"). ‘

NOTE F - PREPAIDRENT

Prepaid rent represents payment made to the landlord at inception of the lease. This amount is
being amortized over the life of the lease (5 years).

NOTE H-~SUBSEQUENT EVENTS

From:April 1, 2005 to May 13, 2005; the Company issusd. 846,667 shares of commoen stock upon
the exercising ofywarrants at exercise prices of $.075 per common share.




Item 2. Management's Discussion and Analysis of Financial Condition and
Results of Operations

CAUTIONARY STATEMENT

This document includes statements that may constitute forward-looking statements made
pursuant to the Safe Harbor provisions of the Private Securittes Litigation Reform Act of 1993,
We caution readers regarding certain forward-looking statements in this document, press
releases, securities filings, and all other documents and communications. All atatemems, other
than statements of historical fact, including statements regardmg industry prospeuts and future
results of operations or financial position, made in this Quarterly’ Report on” Form 10-Q
("Report") are forward looking. The words “believes," “annc:pales," “estimates,” “expects," and ‘
words of similar impont, constitute “forward-looking siatements.” While we believe in the
veracity of all statements made herein, forward-looking statements are necessanly based upon a
number of estimates and assumptions’ that, while considered reasonable by i us, are mherently
subject to significant business, economic and competitive uncertainties’ ‘and contingencies and °
known and unknown risks. As a result of such risks, our actual results could differ matenally
from those expressed in any forward-looking statements made by, or on behalf of, the company. *
We will not necessarily update information if any forward-looking statemert later turns out to be
inaccurate. Our actual results could differ materially from those anticipated in these forward-
looking statements for many redsons, including risks and uncertainties set forth in our Annual
Report on Form 10-K, as well as in othér documents we, file with the Securities and Exchange -
Commission ("SEC").
The following information has not been audited. You should read this information in
conjunction with the unaudited financial statements and related notes to financial statements
included in this report.

OVERVIEW OF THE COMPANY

USA Video Interactive Corp. designs and markets to business customers streaming video and
video-on-demand systems, services and source-to-destination digital media delivery solutions
that allow live or recorded digitized and compressed video to be transmitted through Internet,
intranet, sateilite or wireless connectivity. Our systems, services and delivery solutions include
video content production, content encoding, media asset management, medla and apphcatnon
hosting, multi-mode content distribution, transaction data capture and reporting, e-commerce,
specialized engineering services, and Internet streaming hardware.

Although we have not generated any significant sales for the year to date, we continue to explore
opportunities that will result in new products for new revenue streams, but there can be no
assurances that such efforts will be successful.

We hold the patent for Store-and-Forward Video-on-Demand (#5,130,792), filed in 1990 and
issued by the United States Patent and Trademark Office on July 14, 1992. It has been cited by
at least 145 subsequent patents. We hold similar patents in England, France, Spain, Italy,
Germany, Canada, and Japan. We anticipate actively engaging in licensing this patent.
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Our Store and Forward Video-on-Demand ("VoD") intellectual property potentially reaches
across the VoD market. Our patemed technique covers the transmission of video content over
networks faster than "real time." VoD is the mechanism by which the delivery of compressed
video, js managed and, tegether with compression technology, facilitates the delivery of video to
an end user in a timely and mteracuve fashion.

We have deve!oped a number of spec:ﬁc products and services based on these technologles
These mclude StreamHQ’M, a collection of source- -to-destination media delivery services
busmesses EncodeHQTM, a service that digitizes and compresses analog-source
video; hardware server and encoder system applications under the brand name Hurricane
Mt:chacxalster"‘J ZMallTM .2 service that delivers web and rich media content to targeted
audlences medxaCthM a service that delivers content similar to Zmail it originating from an
exxstmg web preserice; and MediaSentinel™, a patent-pending, dlgltal watermarking technology
to deter dxgnai vndeo piracy,,

The company was mcorporated on Apnl 18, 1986 as First Commercial Financial Group Inc. in
the Province of Albeita, Canada. In 1989, our name was changed to Micron Metals Canada
Corp which purchased 100% of the outstandmg shares of IJSA Video Iri¢., a Texas corporation,
in order to focus on the dlgltal media business. In 1995, we changed our name to US4 Video
Interactive Corp. and continued our corporate existence to the Staie of Wyoming, We have five
wholly-owned subsidiaries: USA Video (California) Corp., USA Video Corp., Old Lyme
Productions Inc., USA Video Technologies, Inc., and USVO, Inc. Our executive and corporate
offices are located in Old Lyme, Connecucut and _our Canadian offices are iocated in
Vancouver, Bmlsh Columbia.

BUSINESS OBJECTIVES:
We have established the following near-term business objectives:

i Leverage our digital VoD’ patent for hcensmg fees and partnershnps in the United
States and mtemanonally,

2. Patent and license new technology developed within the corporate research and
deve!opmem program;

3. Attain industry recognition for the éuperior architectural, functional, and business
differentiators of our MediaSentine!™ architecture;

4. - Demonstrate proof of concept on a commerc:al project with MediaSentinel™
architecture;

5. Establish StreamHQ™ as the industry standard in the streaming video and rich media
markeﬁplace

P




6. Expand StreamHQ™ functionality to provide enhanced support for corporate u'ammg
and education markets.

CRITICAL ACCOUNTING POLICIES (AND ESTIMATES)

Our discussion and analysis of oir financial’ condmon -and results of dperations are based pon
our financia! statements, which have been prepared-in ‘accordanté” with account ting principles
generally accepted in the United States, The prcparallon of Lhese ﬁnanmal siate'nents r'equires us
and expenses, and related disclosure of contingent assets and Habitities. ‘Ox an ongomg ‘baisis, we
evaluate these estimates, including those related to customer programs and incentives, bad debts,
inventories, investments, intangible assets, income taxes, warranty obligations, impairment or
disposal of long-lived assets, contingencies and litigation. We base our estimates on historical
experience and on various other assumptions that are believed to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily appatent from other sources Aclual results
may differ from these estimates under different assuinptions or conditions.

We consider the following accounting policies to be both those most important to the portrayal
of our financial condition and that require the most subjective judgment;

e Revenue recognition;
¢ Impairment or disposal of long-hved assets; and
o Deferred taxes.

REVENUE RECOGNITION. Software revenue and other services are recognized in
accordance with the terms of the specific agreement, which is generally upon delivery and when
accepted by customer. Maintenance, support and service revenue are recognized ratably over the
term of the related agreement.

IMPAIRMENT OR DISPOSAL OF LONG-LIVED ASSETS. Long;liv_ed assets are
reviewed in accordance with Statement of Financial Accounting Standard (“SFAS™) 144.
Impairment or disposal of long-lived assets losses are recognized in the period the impairment or
disposal occurs. Long-lived assets are reduced to their estimated fair value.

DEFERRED TAXES. We record a valuation allowance 1o reduce deferred tax assets when it is
more likely than not that some portion of the amount may not be realized. During 2003, we
determined that it was no longer more likely than not that we would be able to realize all or part
of our net deferred tax asset in the future, and an adjustment to provide a valuation allowance
against the deferred tax asset that as charged to income..




RESULTS OF OPERATIONS
Sales

Sales for the three-month period ended March 31, 2005 were $18,800, compared to revenues of
$4,700 for the three-month. period ended March 31, 2004, We discontinued the sale of select
services from our,prototype. StreamHQ(TM) after customers' satisfaction and proof of concept.
We po longer sel!, our individual functions of StreamHQ(TM) We intend to continue to develop
and expand our StreamHQ(TM) services business, while pursuing opportunities to sell replicated
StreamHQ(TM) syslems to corporations and, organizations that prefer systems solutions to
services. .. .. . X :

Cosi of Sa!es o

The cost of eales for the th:ee months ended March 31 2005 was $5, 000 as compared to $3,379
for the comparable ‘period of 2004. The i increase in, cost of sales is.directly atiributable to the
increase in sales.

Selling, General and Admin'istrhtive,Ekpenses‘}

Selling, general and administrative expenses consisted of product marketing expenses, consulting
fees, office, professional fees and other expenses to execute the business plan and for our day-to-
day operations. Management contitiues to carry out due diligence in our patent infringement
suit, which has increased operating costs.

Selling, general and administrative expenses foi the three months ended March 31, 2005
increased $20,129 1o $223, 239 from $203,110 for the three months ended March 31, 2004, The
increase was the result of éxpenses incurred related to the patent mfnngement suit.

Professional fees for the three months ended March 31, 2005, increased to $133,249 from
$27.666 for the comparable period of 2004 The iricredse was due to due dnhgence carried out in
our patent mfnngemem suit.

Product marketing expenses for the three months ended March 31, 2005 was $16,011, as
compared to $37,940 for the comparable period of 2004. The decrease was due to management
decision to change the Company’s marKeting plan.

The Company has arranged for additional staff and consultants to engage in marketing activities
in an effort to identify and assess appropriate market segments, develop business arrangements
with prospective partners, create awareness of new products and services, and communicate to
the industry and potential customers Other components of selling, general and administrative
expense did not change significantly.




Research and Development Expenses

Research and development expenses consisted primarily of contractors, compensation, hardware,
software, licensing fees, and new product applications for our proprietary MediaSentinel{TM)
technology. Research and development expenses decreased to $52,000 for the three-months
ended March 31, 2003, from $61,202 for the comparable period in 2004. We-are continuing to-
develop our MediaSentinel(TM) technology.

Non-Cash Compensation Charges
Non-cash compensation charges for the three montaas ended March 31, 2005 and 2004 of $3,000
and $46,500, respectively, was due to the issuance:of cominon shares and share purchase
warrants to our officers, directors and employees.at a price or exercise price below the market
price- of the common shares at the time of issuance. Because the rules of the TSX Venture
Exchange require that the' offering price for privately placed securities of listed:coinpenies be'set
when the offering is first announced, caiher than upor <losing, and the market grice of the
common shares increased between announcement of the 6f¥ering’ and-closing;. the- cale. price of
the common shares and the exercise price of the warrants were below the market price of the
common shares on the date of issuance. . = Coet

Net Losses o . !

To date, we have net achieved profitability and, we expect 10 incur substantial net losses for the
remainder of 2005. Our net loss for.the thiee months ended March 31, 2005 ‘was $261,707,
compared with a net loss of $264,711 for the three months ended March 31,2004, Although the
net losses were not significantly different between the three months ended March 31; 2005 and
March 31, 2004, the expenses related to the patent infringement lawsuit for the three months
ended March 31, 2005 were significantly higher than the. same period-in 2004 and the marketing
costs for the three months ended March 31 2004 were sxgmﬁcantly h:gher than the same penod
in 2005 and. : :

LIQUIDITY AND CAPITAL RESOURCES

At March 31, 2005, we had a cash position of S'* 543, compared 10 $9 341 at December 31,
2004.

We will require additional financing to fund ctrrent operations through the remainder of 2003.
We have historically satisfied our capital nzede primarily by issuing equity securities. - We will
require an additional $1.0 millionto $1.5 million to finance operations through fisczl 2005 and
we intend to seek such fmancmg through sales of our equity securities.

Assuming the aforememloned Sl \ mllhon o $1 A mxlhon in ﬁnancmg is ob(axned we believe
that continuing operations-for the longer term will be supported through anticipated licensing
revenues and through additional sales of owr securities: We have no binding commitments or
arrangements for additional financing, and there is no Zssurance that we wili be able 10. obtain
any additional financing on terms acceptable to us, if at all.




OFF-BALANCE SHEET ARRANGEMENTS

We do not maintain any off-balance sheet transactions, arrangements, or obligations that are
reasonably likely to have a matzrial effect on our financial condition, results of operations,
liquidity; or capital resources. . - SRR

FACTORS THAT MAY AFFECT FUTURE RESULTS OF OPERATIONS

Certain risks and uncertainties could cause actual results to differ materially from the results
contemplated by the forward-iooking statements contained in this Report.  Risks and
-uncertainties have been set forth in our Annval Report on Form 10-K, as well as in other
‘docum nts we ﬁle with the SEC ﬂxese risk factors include the followmg

'OUR liBlLlTY TO COVT!N“F AS A GOING CCNCERN: WE HAVE INCURRED
SUBSTANTIAL LGSSES; '"WE EXPECT TO INCUR LOSSES IN THE FUTURE, AND
‘MAY NEVER ACHIEVE PROFITARILITY.

To date, we have not been proutable have not generateo ngniﬁcanl revenue from operations,
and have incurred substantial losses. For the three months ended March 31, 2005, we had a net
loss of $261,707. As of March 31, 2005, we had an accumulated deficit of $33,539,398 and a
working capital deficit of $541,129. We intend to continue to expend significant financial and
management resources.on-the development of onr rroposed produsts and services, and other
aspects of our business.. As a resuli, w2 gxpect opasting losses and. negative cash flows to
increase for the foreseeable futurs. Comsequently, we will need 1c generate significant revenues
to achieve and maintain profitability. - We may be unable to do so. If our revenues grow more
slowly than anticipated or if operating expenses increase more than expected, or are not reduced
sufﬂc;ent)y, we may never. ‘achieve proﬁmbxhty

OUR LlMlTED OPERAT]NG HISTORY MAKES IT DIFFICULT TO EVALUATE
OUR BUSINESS AND PROSPECTS.

Our business and prospects must be considered in light of the risks encountered by companies in
their early stages of development, particularly companies in new and rapidly evolving markets
such as streaming media.

IF WE ARE.UNABLE: TO OBTAIN SUBSTANTIAL ADDITIONAL FINANCING IN
THE NEXT FEW MONTHS WE MAY NOT BE ABLE TO MAINTAIN OPERATIONS
AT CURRENT LEVELS.

We require substantial additional financing to maintain operations at current levels for fiscal
2005. Financing may not be-available when needed cn terms favorable to us, or at all. If
adequate funds are not available or.are not available on acceptable terms, we may be unable to
further develop or enhance our:products and services, take advantege of future opportunities or
respond tc competitive-pressures, ot ultimately, to continue in business.
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CONTINUATION OF THE lCURRENT SLUMP IN THE TECHNOLOGY -SECTORM
WILL ADVERSELY AFFECT DEMAND FOR OUR PRODUCTS AND SERVICES. .

Our sales have been adversely affected by the ongoing slump in the technology industry. segme}lf
and the continuation of these market conditions can be experted to result in depressed, demand .
for our products and services. . ‘ : e NTCrS

OUR OPERATING RESULTS IN FUTURE PERIODS ARE EXPECTED TO BE,
SUBJECT TO SIGNIFICANT FLUCTUATIONS, WHICH WOULD LIKELY. AFFECT
THE TRADING PRICE OF OUR COMMON SHARES.

Factors that could cause such fluctuations include our ability 10 attract and retain customers; the
introduction of new video transmission servicgs or products by :others; price .competition; the,
continued development of and changes in the streaming media market; our ability to remain
competitive in our product and service offerings; -our ability to.attract new personnel; and
potential U.S. and foreign regulation of the Internet. - . .

WE ARE SUBJECT TO RAPID TECHNOLOGICAL CHANGE, WHICH COULD
RENDER OUR PRODUCTS AND SERVICES OBSOLETE.

Keeping pace with the technological advances may requiré substantial expeniditures and lead
time, particularly with respect to acquiring updated hardware and infrastructure components of
its systems. We may require additional financing to fund such acquisitions.” Any such financing
may not be available on commercially reasonably térms, if at all, when needed. :

IF WE DO NOT CONTINUQUSLY IMPROVE OUR TECHNOLOGY IN A TIMELY
MANNER, OUR PRODUCTS COULD BE RENDERED OBSOLETE. -

These changes and developments may render our products and technologies” obsolete’ in the
future. As a result, our success depends on our ability to develop or adapt products and services
or to acquire new products and services that can compete successfully. There can''be no
assurance that we will be successful in these efforts.

WE INTEND TO ISSUE ADDITIONAL EQUITY SECURITIES, WHICH MAY DILUTE
THE INTERESTS OF CURRENT SHAREHOLDERS OR CARRY RIGHTS OR
PREFERENCES SENIOR TO THE COMMON SHARES.,

Accordingly, existing shareholders may experience ‘additional dilution of their percentage
ownership interest. In addition, the new equlty securities may have rtghts, prefercnces or
privileges senior to those of existing ho)ders ‘of our common shares.

COMPLIANCE WITH CHANGING REGULATION OF CORPORATE GOVERNANCE
AND PUBLIC DISLCOSURE MAY RESULT IN ADDITIONAL EXPENSES.

Changing laws, regulations and standards relating to corporate governance and public disclosure,
including the Sarbanes-Oxley Act of 2002, new SEC regulations and NASDAQ National Market
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rules, are creating uncertainty for companies such ours. These new or changed laws, regulations
and siandards are subject to varying interpretations in many cases due to their lack of specificity,
and as a result, their application in practice may evolve over time as new guidance is provided by
regulatory and governing bodies, which could result in continuing uncertainty regarding
compliance matter and higher costs necessitated by ongoing revisions to disclosure and
govérnance practices. - We are committed tc maintaining kigh standards of corporate governance
and public disclosure. As a result, we intend to invest resources to comply with evolving laws,
regulations and standards, and this investment may result in increased general and administrative
expensés and a diversion of managemen: time and aitention from revenue-generating activities to
compliance activities, If dur efforts tc conply with new or.changed laws, regulations and
standards differ from the activities intendec by iegularory:or goveming bodies due to ambiguities
related Io pracnce our repurauon may be harmed.

OU‘R § FOLK PRICE IS EXTREMELY VOLATILE.

Thie irading price of our common stock has been subject to very wide fluctuations which may
continue in the future in response to, among other things, the following:-

» signing or not signing new licensees;

» new litigation or developments in current litigation;

e . announcements of technologxcal innovations or new products, our licensees or our
] competitors;

-“ positive or negative repons by securities analysts as to our expected financial results; and

¢ developments with respect to patems or proprietary rights and other events or factors.

In addition, the equity markets have experienced volatility that has particularly affected the
market prices of equity securities of mary high techrology companies and that often has been
unrelated or disproportionate to the operating performance of such companies. These broad
market fluctuations may adversely affect the market price of our common stock.

OUR BUSINESS MAY SUFFER IF WE CANNOT PROTECT OUR INTELLECTUAL
PROPERTY.

We seeks to pretect our proprietary rights through a combination of patents, trade secret and
trademark laws, confidentiality procedures and contractmal provisions with employees and third
parties. Despite our efforts to protect cur proprietary rights, unquthorized parties may attempt to
copy aspects of our products or obtain and use information that we consider as proprietary.
Litigation may be necessary to enforce our inteliectual property rights, to protect our trade
secrets and (g deterinine the validity and scope of the proprietary rights of others. Any litigation
could result in substantial costs and diversion of management and other resources with no
assurance of success and could seriously harm our business and operating results.
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OUR LAWSUIT AGAINST MOVIELINK MAY RESULT INA JUDGMENT AGAINST
US IF WE ARE NOT SUCCESSFUL IN OUR MOTION FOR RECONSIDERATION

The U.S. District Court for the District of Delaware ruled in favour of Movielink, LLC on our
lawsuit that alleged that Movielink, a Delaware company, has infringed and continues to mfnnge ‘
on our patented online movie dellvery ‘system.” The decisions was based ‘ofi the Court’s '
conclusion that the record contained insufficient evidence that the Movielink system “initiates
connections” (a requxrement for infringement of our patent) in light of the Court’s construction -
of the term “initiates.” We filed a motion for reconsideration on February 11, 2005, asking the
Court to_reconsider its ruling on that point, to decide the remaining aspects of the claim
construction and the other pending motions, and to. permit our case to proceed to trial.
Movielink filed its opposition toour motion for the reconsxderatlon on February 28,2005, The
parties are presently awaiting the ICourt’s decision,

If we were to lose our motion for the reconsideration, the litigation would be concluded in the -
District Court. In that event, and unless the decision were appealed successfully by us, we
would be liable for Movielinks “costs™ under the Federal Rules of Evidence (including such
items as deposition transcription costs, but not attorneys’ fees), which could involve a loss in
excess of $5,000. Additionally, Movielink has signaled its intention to argue that we initiated
and have maintained the litigation in bad faith. In the event that Moviélink weére to prevail on
such an argument, we could be exposed to a judgment for Movielink’s attorney’s fees ~ an
amount which our legal counsel isnot in a posmon to estimate but which certainly would exceed
$5,000. . . . Co .

THERE IS NO ASSURANCE THAT OUR PATENTS WON'T BE CHALLENGED
INVALIDATED OR CIRCUMVENTED . ‘ , .

There can be no assurance that Qur current dr future patents, if any, will not be chalfenged,
invalidated, or. circumvented, or that any rights granted thereunder will provide competitive
advantages to us. In addition, there can be no assurance that patents wxll be issued from pending
applications, or that claims allowed on any future patents will be sufficiently broad to protect our
technology. In addition, the laws of some foreign countries may not permit the protection of our
proprietary rights to the same extent as do the laws of the United States. We intend to enforce its
proprietary rights through the use of licensing agreements and, when necessary, litigation.
Although we believe the protection Aafforde‘d by our patents, patent applications, and trademarks
has value, the rapidly changing technology in the video transmission industry makes our: future
success dependent primarily on the innovative skills, technological expertise,. and managemcm
abilities of our employees rather than on patent and trademark protection.

OUR PRODUCTS MAY INFRINGE THE INTELLECTUAL PROPERTY RI(‘HTS OF
OTHERS, CAUSING US TO INCUR SIGNIFICANT COSTS OR PREVENT US FROM
LICENSING OUR PRODUCTS. . .

Other companies, including our competitors, may have or obtain patents or other proprietary
rights that would prevent, limit or interfere with our ability to make, use or license our products.
We cannot be certain that our products do not and will not infringe patents or other proprietary
rights of others. We may be subject to legal proceedings, including claims of alleged
infringement by us of the intellectual property rights of third parties. If a successful claim of
infringement is brought against us and we fail to or are unable to license the infringed technology
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on commercially reasonable terms, our business and operating results could be significantly
harmed.. L,ompames in the technology market are increasingly bringing suits alleging
infringément of their proprietary rights, particularly patent rights. Although we are not currently
subject to any litigation or ciaims, any future claims, whether or not valid, could result in
substanna) costs and diversion of resources with no assurance of success. Intellectual property
lmgatxon or claims could force us to do one or more of the following:

o cease: selling, mcorpomm.tg or using products or services that incorporate the challenged

"mteflectual propeny,

» obtain a license from the holder of the mfrmged intellectual property right, which license
may not be available on commercially reasonable terms, or at all; o

o redesign our products or services.
If we'are fdrcé;i 10 take any of these actions, our business could be substantially harmed.

Item3. Quanfitﬁti?e_ and Qual’tative Diselasures About Market Risk
We believe cur exposure to overall forcign currency risk is not material. We do not manage or
maintain market risk sensitive instruments for trading or other purposes and are not exposed to
the effects of interest rate fluctuations as we do not carry any long-term debt.

We report our operations in US dollars and our currency exposure, aithough considered by us as
immaterial, is primarily between US and Canadian dollars. Exposure to other currency risks is
also not material as international iransactions are seiiled in US dollars. Any future financing
undertaken by us will be dencminaied in US dollars. As we increase our marketing efforts, the
related expenses will be pnmanly inUS dotlars In addition, 50% of our bank deposits are in US
dollars ‘ :

Item 4. ' Controls and Procedures

Based on their evajuation of the effectiveness of our disclosure controls and procedures as of a
date within 90 gays prior to the filing Gate of this quarterly report, our undersigned officers have
concluded thiat such disclosure controls and procedures ar¢ adequate. There were no significant
changes in internal controls or in other factors that could significantly affect intemal controls,
including any corrective actions with regard to significant deficiencies and material weaknesses,
subsequent to the date of the most recent evaluation by our undersigned officers of the design
and operat\on of internal controls which could adversely a[fect our ability to record, process,
summarize and report financial data.
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PART HI, OTHER INFORMATION
Item 1.  Legal Proceedings

On April 10, 2003, we announced that our subsiaiary; USA Video Technology Cofporation, fléd
filed a lawsuit in the U.S. District Court for the District of Delaware against Movielink, LLC.

We allege that Movielink, a Delaware company, has infringed and continues to infringe on our '

patented online movie delivery system. 1o,

On January 28, 2005, the Court issued an opinion and order granting summary judgment in favor
of Movielink, based on the Coun s conclusion lhat the record’ contdined insufficient evidence
that the Movielink system “initiates connections” (a requirement for infringement of the

Company’s patent) in light of the Court’s construction of the term “iniriates.” We filed a motion

for reconsideration on February 111, 2003, asking the Court to reconsider its ruling on that point,
to decide the remaining aspects of the claim construction and the other pending, motigns, and to
permit our case to proceed to trial. Movielink filed its opposmon to ‘our motion for the
reconsideration on February 28, 2005. The parties are presently awaiting the Court’s decision.

At this time, our legal counsel is not able to conclude that it is either “probable” or “remote” (as
those terms are defined in the Statement of Policy) ¢hat the Court will reconsider its January 28,
2005 summary judgment decision lin favor of Movielink, and, accordingly expresses no opinion
as to the outcome of this matter.

If we were to lose our motion for the reconsideration, the Litigation would be concluded in the
District Court, In that event, and unless the decision were appealed successfully by us, we
would be liable for Movielink’s “costs™ under the’ Federal' Rulés of Evidence (including such
items as deposition transcription costs, but not attornéys’ fees), which could involve a loss in
excess of $5,000. Additionally, Movielink has signaled its intention to argue that we initiated
and have maintained the litigation in bad faith.. In-the event that Movielink were to prevail on
such an argument, we could be exposed-to a judgment for Movielink’s: attorney’s fees — an
amount which our legal counsel is not in a position to.estimate but which certainly would exceed
$5,000. ’

We are party to a default judgment entered against ‘one of our subsidiaries. During the year
ended December 31, 1995, a claim was made to us for the total amount payable under the terms
of the lease with our subsidiaries for office space in Dallas, Texas through 2002. We are of the
opinion that the amount payable under the terms.of this judgment is not estimable or
determinable at this time and may be substantlally mitigated by the landlord renting the property
to another party. The range of possible loss is from $0 to approximately $500,000.

Item 2.  Changes in Securities and Use of Proceeds -
During the quarier ended March 31, 2005, we completed an offering of 1,500,000 units at a price
of $0.10 per unit for tota) procecds of $150,000. . Each,unit consisted of one share of common
stock and one warrant to acquire one additional share at $0.13 per share, exercisable on or before
February 25, 2007. .

The offer and sale of the units were exempt from regxstratlon pursuant to section 4(2) of the
Securities Act, Rule 70! and Rule 506 of Regulauon D promulgated thereunder. We limited the

,
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manner of the offering and provided disclosure regarding the offering and our company 10 the
investors. Two of our officers and directors, one employee, one additional unaffiliated non-
accredited investor, and four additional unaffiliated accredited investors purchased the securities.
We believe that a portion of these sales were also exempt under Regulation § under the
Securities Act, as such sales were made in offshore transactions to non-U.S. persons.

lte_m k3

None.

Item 4.

b

it

efaults Upon Sewior Securities.

Submission of Matters to a Vot= of Security Hoiders.

Nore.: .. ..

ftem 5. .
None. ™

Iter 6.

Othes lnformation.‘

i

Exhibits and Reports ¢ Form 8-

(@

Exhibit(s)

311 aniﬁcation of the Chief Executive Officer Pursuant To Rule 13a-14 Or
" 15d-14.of the Securirics Exchange Act Of 1934,as adopted pursuant to
Section 302 of the Sarbanes-COxley Act of 2002

: 31.2 Centificetion of the Chief Finanzial Officer Pursuant To Rule 13a-14 Or

®

‘}de'l"@',of' the Secirities’ Exchange Act of 1934,as adopied pursuant to
* " Section 302 of the Sarbanes-Oxley Act of 2602

32.

—

Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section
. 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 ) ‘ '

322 Centification of the Chief Financial Officer pursuant to 18 U.S.C. Section

1350 as adopted pursuant to’ Section 906 of the Sarbanes-Oxley Act of
2002 ' ’

Reports on Form 8-K

"‘_ (i) On January 10th, 2005, we announced the appointment of Rowland

Perkins, as a director. Mr. Perkins is the President and a director of
eBackup Inc.; a Calgary based company whick provides customers with
full back up, archiving, data management and restoration of electronic data
by hard-wired or wireless internet or dedicated Vinual Private Network
access 1o its computers and systems. Mr. Perkins was also granted a stock
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option to purchase up to an aggregate of 150,000 shares at any time on or
before January 10, 2007, at an exercise price of $0.35 Cdn. (80.29 US}) per
share. M. Perkins was appointed as an independent member of the Audit™
Committee. ’ ' ' ‘ o

(i) On January 31st, 2005, we announced that the Honorable Judge Kent A.
Jordan of the U.S. District Court for the District of Delaware entered an
order of summary judgment against us in our patent infringement litigation
against Movielink LLC. It is the court's determination that Movielink
does not infringe our U.S. patent No. 5,130,792 because of the way cerfain
components of Movielink's accused system operate.
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SIGNATURE
Pur‘suémt)to the réquiremex;ts of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

7. 77T USA VIDEO INTERACTIVE CORP.

Dg;égii’_"May lB“th,‘Z(')OS A “FB‘y: /s{ Anton J. Drescher

Name: Anton J. Drescher
Title: Chief Financial Officer
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Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT TO RULE
13A-14 OR 15D-14 OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

1, Edwin Molina, certify that: o ‘ T
1. I have reviewed this quarterly report on Form 10-Q of USA Video Interactive Corp;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information
included in this quarterly report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this quarterly report;

4, The registrant's other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is
made known to us'by others within those entitles, particularly during the period in
which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures
as of a date within 90 days prior to the filing date of this quarterly report (the
"Evaluation Date"); and

) presented in this quarterly report our conclusions about the effectiveness of the
disclosure controls and procedures based on our evaluation as of the Evaluation

Date;
S. The registrant's other certifying officer and I have disclosed, based on our most recent

evaluation, to the registrant's auditors and the audit committee of registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect the registrant’s ability to record, process, summarize and
report financial data and have identified for the registrant's auditors any material
weaknesses in internal controls; and
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b) any fraud, whether or not material, that involves management or other employees
"% who have a significant role in the registrant's interna! controls; and

" The registant's other certitying officer and 1 have indicated in this quarterly report
- “whiéther or not there were significant changes in internal controls or in other factors that
could signiticantly affect interna: ‘controis subsequent to the date of our most recent
evaluation, including any corrective actions with regard to significant deficiencies and
material weaknesses.

By: /s/ Edwin Molina

Name: Edwin Molina -
Title: President and Chief Executive Officer
Date: May 13th, 2005
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Exhibit 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER PURSUANT TO RULE
13A-14 OR 15D-14 OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADQPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2092 .

v

[ TIREN

1, Anton J. Drescher, certify that:
1. [ have reviewed this quarterly report on Form 10-Q of USA Video Interactive Corp;

2. Based on my knowledge, this quartetly report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this quarteriy report;

3. Based on my knowledge, the financial statements, and other financial information
included in this quarterly report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this quarterly report;

4, The registrant's other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entitles, particularly during the period in
which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures
as of a date within 90 days prior to the filing date of this quarterly reporst (the
"Evatuation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the
disclosure controls and procedures based on our evaluation as of the Evaluation
Date;

5. The registrant’s other certifying officer and 1 have disclosed, based on our most recent
evaluation, to the registrant's auditors and the audit committee of registrant’s board of
directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which
could adversely affect ithe registrant's ability to record, process, summarize and
report financial data and have identified for the registrant's auditors any material
weaknesses in internal controls; and
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b) any fraud, whether or not material, that involves management or other employees
) who have a significant role in the registrant's internal controls; and

. "Ihe'tegislram'é other certifying officer and i have indicaied in this quarterly report
*" - witether or not there were significant changes in inemnai controls or in other factors that
could “significantly afizcy interna! controls suosequent to the date of our most recent
evaluation, including any corrective actions with regard to significant deficiencies and

material weaknesses.

’ By: /s/ Anton J. Drescher

Name: Anton J. Drescher
Title: Secretary and Chief Financial Officer
. Date: May 13th, 2005
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350 |
AS ADOPTED PURSUANT T0!
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of USA Video Interactive Corp. (the “Compémy’i) on
Form 10-Q for the period ended March 31, 2005, as filed" with the Securities arid Exchange
Commission on the date hereof (the “Report”), 1, Edwin Molina, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. section 1350, as' adopteo pursuam to secnon 906 of the
Sarbanes-Oxley Act of 2002 that: g

1. this report fully complies with the requirements of Sections 13(a) or 15(d) of the 1934
Act, and

2. the information contained in"this report fairly presents ‘in-all material respects the
registrant's financial condition and results of operations of the registrant. :

By: /s/ Edwin Molina

* Name: Edwin Molina
" " Title: President and Chief Executive Officer
Date: May 13th, 2005
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P Exbibit 32.2

CERTIFICATION PURSUANT TO
18 U.8.C. SECTION 135D
AS ADCPTED PURSUANT TO
SEQIJQN %06 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of USA Video Interactive Corp. (the “Company”) on
Form. 10-Q for the period ended Marck 31, 2005, as fil=d with the Securities and Exchange
Commission on the date hereof {the “Repore™, 1, Anton J. Drescher, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to section 906 of
the Sarbanes-Oxley Act of 2002 that:

1. ... this report fully complies with the requirements of Sections 13(a) or 15(d) of the 1934
Act, and
2. the information contained in this report. faitly presents, in all material respects, the

registrant's financial condition and results of operations of the registrant.

By: /sf dnton J. Drescher

Name: Anton J. Drescher
-Title: Serretary and Chief Financial Officer
Date: May 13th, 2005
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